Age Differences in Health Care Spending,

Fiscal Year 1975

by MARJORIE SMITH MUELLER and ROBERT M GIBSON*

This report of health care spending o fiscal
year 1975 reveals thal of the $1032 tllwon speni
by the Nation for personal health care, 15 percent
was spent for those under age 19, 56 percent for
persons aged 19-64, and 29 percent for those aged
65 or older The average health care bill for the
oldest group was $1,360, it was $472 for the inter-
mediate age group and §212 for the young Third-
party payments met 71 percent of the aged group's
health care expense and 66 percent of the health
exrpenditures of persons under age 65 Publhe funds
pad for one-fourth of the health eipenses of the
younyg, nearly one-thurd of the health bills of those
aged 1964, end two-thirds of those of the aged
Medicare alone paid T2 percent of the hospitel
ezpense for the aged and 54 percent of their doctor
bills The average dwrect payment by the consumer
aemounted to $390 for those aged 65 and older and
$128 for persons under age 65

AGE HAS A DIRECT bearing on the size and
the nature of the Nation’s health care hll These
relationships are analyzed here by type of health
care and by source of funds, for persons in three
age groups—persons under age 19, aged 19-64,
and aged 65 and over * Age differences in spending
under public programs and from private sources
are presented for fiscal years 1973, 1974, and 1975
Trends are examined from the beginning of the
Medicare program 1n fiscal year 1967 to the pres-
ent As 1s customary in this series, statistics for
the two previous years have been revised to re-
flect more reliable data that have smce become
avallable

EXPENDITURES IN 1975

Americans spent an estimated $103 2 billion for
personal health care 1n fiscel year 1975 (table 1)

* Divigion of Health Insurance Studies, Office of Re-
gsearch and Statistics

1 For estimates of total national spending on health in
fiscal year 1975 and in previous years, see Marjorie 8mith
Mueller and Robert M Gibson, “National ITealth Expendi-
tures, Fiscal Year 1975," Social Security Bulletin, Feb-
ruary 1976

Personal health care expenditures include all
health services and supplies received directly by
mdividuals Together with spending for medical
research and medical facilities construction, ad-
ministrative costs of government programs, gov-
ernment public health activities, philanthropie
organization fund-raising activities for health,
and the net cost of private health insurance, they
make up the total national expenditures for
health—$118 § bithon 1n 1975

As the following tabulation shows, persons
aged 65 and over were only about one-fifth as

Health expenditures Population
Age
1974 1975 1574 1975
All sges . - . 100 0 100 0 100 0 100 0
Under 19 . 53 140 341 34 7
1964 . ... .. 561 56 & 847 5 3
65 and over - - ;48 29 4 10 2 100

numerous as those aged 19-64, but they had a
health bill more than half as large as that of
the intermediate age group Persons under age
19—who comprise about a third of the total popu-
lation—accounted for only 15 percent of total
personal health care expenditures and for less
than half of the 1975 health hll of the aged
These figures reflect the more frequent illnesses
of the aged and the greater expense 1nvolved
their care, which occurs primarily m a hospital
setting Aged persons are more than four times
as likely to have their activity limited by chronic
health conditions than are those under age 65°?
The aged are hospitalized at two and a half
times the rate for persons under age 65, and their
average length of stay 1s almost twice that of
such persons®

¥ National Center for Health Statisties, Limitation of
Actwity and AMobility Due to Chronie Conditions, United
States, 1972 (8eries 10, No 906, Vlital and Health Statis-
tics), 1974, tables 25 and 26

! Tstimates based on unpubliched data from National
Center for Health Statistics, Hospital Discharge Survey,
1974
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TasLE 1 —Estimated personal health care expenditures, by type of expenditure and source of funds, for three age groups,

fiscal years 197375

[In millions]
All ages Under 19 19-64 65 and over
Type of expenditura
Total | Private | Public | Total | Private | Public | Total | Privats | Fublie | Total | Private | Public
19751

Total $103 200 | $62,276 | $40 024 | $15,406 | $11 657 | $3,749 | $57,411 | $40 153 | $17,258 | $30,383 | $10 466 | $19,917
Hospital care - 46 600 20 957 | 25 843 5,173 3 063 2,110 | 27960 ] 18 515 | 11,445 | 13 467 1379 12,088
Physicians servites_ - - 22100 [ 18 245 5,865 5 083 4431 652 | 12,158 9 826 , 4 862 1 187 2,875
Dentists’ services . T 500 7,085 415 1 545 1,387 158 5 415 & 106 219 540 502 38
Other prefessional services ... 2 100 1 591 809 462 378 84 1197 993 204 441 220 221
Drugs and drug sundries . 10 500 & 695 005 2,014 1,803 121 5 057 5 517 440 2 824 2 285 344
Eyeoglasses and applisnces _ - 2 300 2 198 102 3 365 15 1 415 1 335 80 508 498 8
Nursing homse ¢are . . - 9,000 3 799 8 201 228 139 86 1,125 88 1037 7,850 3,571 4 079
Othet health serviees _ . __ - 3,000 707 2,293 525 1 524 2,187 682 1,505 283 24 284

19741 '

Total.. . $90 088 | 356,630 | $33 458 | $13 761 | $10 438 | %3 823 | $60,581 | $36,006 | $14 485 | $256 746 | $10,000 | $15 651
Hospital care . - . 39,963 | 18 639 ] 21,324 4,478 2,572 1,904 24 958 | 14 491 9,767 | 11 230 1 577 ¢ 853
Physiclans’ services_ - 19 571 | 14 834 4 737 4,501 3,053 54 10 764 8 B52 1,912 4,808 2 028 2,278
Dentists’ services _. 6 783 4 450 333 1,468 1,334 125 4 £63 4 686 177 461 430 31
Other professional services . _ . 1927 1,578 351 424 359 85 1,098 949 149 405 268 138
Drugs and drug sundries . ¢ 812 3 862 750 1,856 1 785 101 5 450 5,086 364 2 307 2 021 288
Eyeglasses and appliances . 2 180 2 070 90 356 8343 14 1 328 1,259 70 475 468 7
Nursing homs care . . 7 450 3 57 3 876 186 122 64 931 169 762 8,332 3,282 3 050
Other health services _. . . . 2 622 625 1,997 503 1 503 1,888 804 1,284 231 20 210

19731

Total. ... - $82,400 | 852 428 | $30 062 | $13 011 $0,507 | 33 504 | $46 360 | $33 927 | $12 433 | $23,119 | $8,004 | $14 126
Hospital care - 36 165 | 17,1137 19 042 4 086 2 234 1,852 22001 13 663 8 427 9 979 1216 8 763
Physiclans’ services 17 0956 ) 13 861 4,134 4 139 3 642 4196 9,897 8 453 1 444 3 950 1 765 2 1M
Dentists gervices .. - 6101 5 780 321 1,318 1,203 115 4 405 4,229 176 378 M7 31
Other professional services . - - 1,781 1 440 341 ane 317 75 07 854 143 392 260 123
Drugs and drug sundries 8 087 8272 715 1,752 1 852 100 5168 4,823 345 2 067 1,798 269
Eyeglasses and appliances 1 986 1 905 81 3R s 13 1221 1,1% 62 437 43t 8
Nursing home care . 6 850 3477 3173 166 114 82 831 223 609 5,852 3141 2,512
Other health services . . - - 2 835 679 2 256 831 20 802 1 7149 822 1,227 | 258 28 227

' Preliminary estimates

Total personal health care expenditures were

nearly 15 percent higher 1n fiscal year 1975 than
m 1974 The fastest growth occurred mn spending
for the aged, whose 18-percent rate of increase
m expenditures was a third higher than that for
the mtermediate age group and half agan as
high as the rate for the young The differences
reflect higher utihization of hospital care by the
aged and the fact that hospital costs soared 15
percent after price controls in the health care
mdustry were removed 1n April 1974

Personal health care expenditures per capita
for the population as a whole climbed to $476 m
fiscal year 1975 (table 2) The average health
bill for persons aged 65 or older ($1,360) was
more than six times the average expenditure for
those under age 19 ($212) and almost three times
the average expense for those aged 19-64 ($472)
Per capita expenses for the aged were 15 percent
higher than they were in 1974 The 1975 mcreases
were nearly 12 percent for those mn the mnterme-
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* Revised estimates

diate age group and 13 percent for those under

age 19, \

Source of Funds

L4

Although they provided half again as much
funding for personal health care as did the public
sector, private spending sources, as a share m
total health expenditures, contmued their gradual
downward trend In 1970, the private sector ac-
counted for almost two-thirds of all spending,
1 1975, 40 percent of health care expenditures
were publicly financed and private spending
accounted for only 60 percent of total outlays

For members of the intermediate and younger
age groups—largely the working population and
their families—private funds m the form of
health msurance and consumer out-of-pocket pay-
ments were the major source of financing for
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TabLE 2 —Estimated per capita personal health care expenditures, by type of expenditure and source of funds, for three age

groups, fiscal years 1973-75

All ages Under 1% 19-84 68 and over
Type of expenditure
Total | Private | Publle | Total | Private | Public | Total | Private | Public | Total | Private | Public
19751

Total ___ _ _ . - . $470 40 | $28T 48 | $188 02 | $212 14 | $160 &2 | %61 62 | $471 88 | $330 03 | $141 85 [$1,360 16 | $468 £3 | 8891 63
Hospital care - -] 21812 96 74 | 118 38 71 23 42 17 2005 22982] 135 4 94 07| 602 89 81 75 541 14
Physiclans' services - .. 102 02 74 99 27 03 44 9 81 02 898 94 ol 80 77 19 14| 217 68 84 96 128 &
Dentists’ services._.. . . .. - 34 62 3271 192 27 19 10 217 44 51 271 180 24 17 22 48 172
Other professional services . . . 9 69 735 2 35 6 36 521 115 9 84 8§17 1 87 19 T4 0 83 991
Drugs and drug sundries . 48 93 4 76 418 2773 26 07 168 48 98 45 85 3 62| 11768 | 102 30 15 38
Eyeglasses and appliances . . . 10 62 10 15 47 523 503 20 11 63 10 97 65 22 85 22 24
Nursing home cara - - 41 B& 17 M 24 01 810 19 119 9 28 13 8 52| 34247 | 189 88 182 58
Other health services . - .- 13 85 324 10 58 723 01 722 17 98 561 12 37 12 89 105 11 B4

19741

Total. ... $410 44 1 $263 60 | $155 78 | $187 70 | $142 38 | $45 32 | $402 64 | $301 61 | $121 03 [$1,181 46 | 8463 27| $TIA 20
Hospital care - . 188 06 86 78 89 28 8L 05 35 08 26 67 | 20269 | 12108 Bl 61| 51531 7235 442 95
Physiclans’ services .- . 91 12 8% 04 22 04 6 40 53 02 748 89 94 73 97 15 87| 197 53 93 05 104 83
Dentiste’ services .. _ - - - 31 & 30 03 1358 19 89 18 19 170 40 84 39 16 148 2117 10 78 142
QOther professional services 8 97 734 1463 478 4 90 89 018 793 125 18 57 12 31 626
Drugs and drug sundries - 44 75 41 28 349 25 30 23 93 187 15 54 42 B0 304 105 86 93 76 13 10
Eyeglasses and appliances . - 10 06 9 64 42 4 86 4 88 18 11 10 10 52 &8 21 81 21 49 81
Nursing home care - - 34 69 16 64 18 05 256 167 n T8 141 637 | 20050 | 15081 13 08
Other health services - . 12 21 2 91 9 30 L) 0 6 85 15 77 504 1073 10 89 94 5

i
19731

Total.,.. . . - $366 84 | $245 865 | $140 08 | $175 66 | $178 85 | $47 31 | $203 58 | $288 03 | $105 53 ($1,081 35 | $420 66 | $660 69
Hospital care . - 166 b5 80 25 £0 30 55 16 30 16 25 00 [ 18T 54 116 00 T1 65F 468 T3 54 87 409 87
Physicinns services e e 84 39 65 00 1939 55 88 40 18 & 70 84 02 7178 1226} 18517 82 66 102 81
Dentists zervices.. . - . 28 61 27 10 1 5L 1779 16 25 1 55 87 40 a5 a0 149 17 89 16 23 1 46
Other professional services__.. .. g 3% 675 160 829 4 28 101 847 725 12 18 33 12 &7 578
Drugs and drug sundries - 47 18 38 79 388 23 68 22 30 134 43 87 40 94 2 93 0g 88 84 038 12 B0
Eyeglasses and appliantes 9 31 893 38 4 42 425 17 10 37 884 53 20 44 20 15 28
Nursing-home care  _ . 3119 16 31 14 88 2 24 1 54 w0 7 06 189 517 204 38| 1468 89 117 49
Other health services _ - 13 30 27 10 58 1 21 39 10 83 14 85 44 10 41 11 93 131 10 62

1 Preliminary estimates

hospitals, physicians, dentists, other health pro-
fessionals, and drugs Public program expendi-
tures, which represented only 29 percent of the
total, were hmited mostly to the poor (Medicaird)
and the disabled (Med:care) mn these age groups
For the aged, private funds were used primarily
to supplement Medicare protection by meeting
the deductible and comsurance payments and
remmbursing for services the program does not
cover—that 18, drugs, dentists, eyeglasses, care
1 noncerttfied skilled-nursing facilities, and non-
assigned physician fees

The public share of health care expenditures
for the young remamned about the same in 1975
as 1t was 1n 1974—24 percent (chart 1) It should
be noted, however, that total State and local
expenditures are shghtly understated for both
years because school health expenditures can ne
longer be identified separately from education
expenditures and are therefore omitted from the
State and local total For the imntermediate age

* Revised estimates

group, the public share of spending continued
to ncrease gradually in 1975 to 30 percent, re-
flecting growing expenditures under several new
programs for this segment of the population—
principally family planning services under Medic-
a1d and the Medicare coverage for the disabled,
including those with chronic renal disease For
the aged, the public share rose sharply, from 61
percent 1 1974 to 66 percent in 1975, primarily
because of sharp nereases in Medicare expendi-
tures

Government spending for personal health care
purposes rose to $41 billion in 1975, a record
mcrease of 22 percent over the previous year
(table 8) Federal spending rose more rapidly
than State and local ‘expenditures—24 percent
compared with 18 percent The biggest increase
1 Federal spending (28 percent) was for the
aged group, reflecting a 29-percent rise in Med:-
care expenditures and a gam of 26 percent m
Medicard payments for the elderly The 23-percent
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CHAR1 1 —Percentage distribution of expenditures for personal health care, by source of funds and age group, fiscal

year 1975

STATE &

LocAL
LOCAL
13%

UNDER 19
$15.4 BILLION

increase 1n Federal spending for the health care
of persons aged 19-64—accounted for largely by
8 T0-percent gaimn m Medicare spending for the
disabled—was two and a half times as great as
the 9-percent growth 1n expenditures for the
young—those under age 19 Total State and local
spending for personal health care amounted to
$12 3 billion The largest mncreases were for the
aged and the young and were due largely to
higher Medicaid expenditures Spending for the
aged rose 24 percent—twice as fast as 1t did a
year earlier, when the gamn was 12 percent

As the following percentage distributions in-
dicate, the Federal share of government spending

1974 1975

Age Btate State

Total |Federa'| and | Total |Federali and

lTocal local
All ages_ 100 0 (it} 4| 1000 a9 8 302
Under 19 100 O 85 8 342 100¢C 31 a5 8
19-81 - 1000 85 4 446} 1000 871 429
465 and over . 100 0 815 185} 1000 820 1890

has eontinued 1ts gradual increase over the past
2 years Federal expenditures represented about
two-thirds of all public funds 1n 1973, but by
1975 the share had increased to 70 percent The
Federal proportion was shightly higher than that
for persons aged 65 and over and substantially
more than 1t was a year earlier for those 1n the
mtermediate age group The State and local share
for health care of the young was larger 1in 1975
than 1n the previous year but smaller for the
other two age groups

BULLETIN, JUNE 1976

STATE &

19-64
$57 4 BILLION

STATE &
LOCcAL
12%

 FEDERAL
~ 54%

65 AND OVER
$304 BILLION

Ezxpenditures for those under age 19 —About
$117 hllion, or approximately three-fourths, of
the $15 4 billion spent 1n 1975 on health care for
persons under age 19 came from private funds
The largest share of public expenditures—which
totaled $37 billion for this age group—came
from public assistance under the Medicaid pro-
gram (56 percent), as table 4 shows

Other large blocks of expenditures were De-
partment of Defense hospital and medical care
(19 percent)—chiefly through the civihan health
and medical program of the uniformed services
(CHAMPTUS)-—and general hospital and medical
programs (14 percent) The latter represented
the net costs apportioned to this age group for
the operations of State and local community,
psychiatrie, and long-term care hospitals after
Medicaid and patient payments and capitdl out-
lay are excluded Federal funds used to provide
direct services through public health service hos-
pitals, the Indian Health Service, and other pro-
grams of the Department of Health, Education,
and Welfare are also included m this figure The
remaining 11 percent of public outlays were for
Federal, State, and local maternal and child
health and medical vocational rehabilitation
programs and hospital and medical care for the
disabled under the Medicare program

Federal outlays ($24 billion) were almost
twice as large as those of State and local govern-
ments ($1 3 bilhon) for this youngest age group
Almost three-fourths of State funds were for
Medicaid A httle more than three-fourths of
Federal funds represented Medicaid matching

n



TasiE 3 —Estimated personal health care expenditures under public programs, by type of expenditure and source of funds,
for three age groups, fiscal years 1973~75

[In miitlons]
All ages Under 19 19-64 85 and over
Type of expenditurs Btale Btate Btate Btate
Total |Federal] and | Total |Federal| and | Totsl |Federall and | Total |Federal| and
local lotal local local
19761
Total . .. e e e e oe - L o|$40 924 1$28,578 1512 346 | $3,740 | $2,301 | $1 368 [$17,258 | $0 866 | $7 402 [$19,917 [$14,331 33,536
Hospitaleare . . e e - - aa 25,643 | 18,263 | 7,880 2,110 | 1,373 737111 445 6,208 | 5,147 | 12 088 | 10 592 1,496
Physiclans’ services. - . . R, P 5855 4,262 | 1,593 652 391 200 | 2,329 1,116 | 1,213 | 2,875 2 756 119
Dentiats’ services .. _ _ . _ _ __ - 415 255 160 158 B8 0 219 141 i) 38 256 13
Other professional services ... . . . - - 509 342 167 84 52 31 204 94 109 221 196 20
Prugsand drug sundries .. .. . . 905 478 427 121 88 82 440 225 215 344 184 159
Eyeglasses and appliances . - - — 102 57 45 15 10 5 80 40 39 8 7 1
Nursing home care __ . . e - - 5,201 2,982] 2,219 L 48 40 | 1,037 588 448 | 4,079 | 2,347 1,731
Other health services . .. - e a ee . 2,203 | 1,939 A54 524 362 162 | 1,605 | 1,354 151 264 223 41
19742
Total.... . - . - -|533 458 |$22,059 |§10,490 | $3 323 | $2,187 | $1,135 [$14 485 | $8 022 | $6,463 [$15 661 |$12,750 | $2 001
Hospital care. . .- - - | 21,324 | 14,626 F G608 | 1,004 1,278 €201 9,767 5102 46851 9,653 | 8§ 249 1 404
Physicians’ services_ _ . - - . 4 737 4 1 318 B4R 339 204 1,812 B9 10133 2,278 | 2181 97
Dentists’ services .. e e e e . 333 215 117 125 73 51 177 120 57 31 22 9
Other professional services. ... - - .- 361 224 126 41 2% 1490 85 84 138 119 18
Drugs and dmg sundries . - . PR 750 410 340 101 5% 42 64 191 173 286 160 128
Eyoglasses and appliances . .. . 90 40 14 ] ] 70 a5 34 7 [ 1
Nursing bome care - - - - 3,876 | 2,314 | 1,862 04 36 28 762 447 35| aos0 | 1,832 1,218
Other health services_. . . .- 1,897 | 1,600 208 503 355 148 | 19284 | 1,162 122 210 182 P
19731
Total ... _ _ .. . - - 1$30,002 |$20,178 | $9 884 | $3 504 ] $2,130 | $1,366 |$12,433 | $6 510 | $5 914 |$14,128 |F11 524 | $2,602
Tospital ¢are .. PR - . - |19,042 112793 | 6249 | 1,852 1,241 61| 8,427 4005 ( 4333 ( 8783 | 7,457 1,308
Physiciana’ services - - - - 4134 3008 1,126 494 §19 177 1,444 577 867 2 104 2,112 82
Dantists’ services .__ . - . 321 218 104 115 69 45 178 125 50 31 23 B
Other professional services _ - - 841 224 1% 75 82 23 143 68 i 123 106 17
Drugs and drug sundries - - - 715 3RT 328 100 80 41 345 180 165 269 147 122
Eyoglasses and appliances . e e e - . 81 15 35 13 8 4 62 32 30 ] 5 1
Nuraing hotne care - . - .| 8173 | 1,849 1,323 B2 28 24 .64 341 207 | 2,512 | 1,480 1 032
Other health services . _ . - . 2,286 | 1,654 601 802 361 441 1,227 | 1,100 127 227 194 34

! Preliminary estimates

payments and Department of Defense health
spending, chiefly for mihitary dependents and
retirees under the CHAMPUS program

Ezpenditures for the mtermediate age group —
Personal health care expenditures for members
of this large age group totaled $574 billion 1n
1975 Private sources provided $402 hillon, or
70 percent, of this amount, and the remaimng
$172 billien was financed from public sources
The largest share of public funds (32 percent)
came from the Federal-State Medicard program
Next was health care for active and retired
muihtary servicemen and their dependents under
the Veterans Admimstration and Department of
Defense health care programs (27 percent), fol-
lowed by the general hospital and medical care
program primarily in State and local psychiatre
hospitals (21 percent) The remaining 20 percent
of public funds providing for the health care

2

1 Revised estimates

of the intermediate group represented expendi-
tures by Medicare for the disabled and expend-
tures under temporary disability insurance, work-
men’s compensation, and the programs for
maternal and child health and medical vocational
rehabihitation

Federal funds accounted for a shightly higher
share of public expenditures (57 percent) than
they did in fiscal year 1974 (55 percent} Out-
lays for the Medicaid program and the health
care programs of the Department of Defense and
Veterans Admmistration represented 77 percent
of Federal spending for this age group Payments
for Medicaid and for State and local hospital
care accounted for T4 percent of all State
gpending

Frependitures for the aged —Most of the
elderly receive a major portion of their health

care under Medicare and nearly one-fifth of them

SOCIAL SECURITY



TaeLe 4 —Fstimated personal health care expenditures under public programs, by program and source of funds, for three age

groups, fiscal years 1973-75

[Ia m1ltons]
All ages Under 19 19-64 65 and over
Program State State State Btate
Total [Federal] and | Total |Federali and | Total [Federal] and | Total |[Federall and
local local Ipcal local
19751

Total $40,924 1528, 578 |§12,346 | $3 749 | $2 801 [ $1,368 |817 258 | $9 856 [ $7,402 |$19,017 |$168 331 | $3,586
Health fnsurance for the aged and disabled .1 14,121 | 14,122 . 3 3. .- 1358 1,358 _ |12 62| 12 162 - -
Temporary disability insurance . - - 73 - 73 - 73 Bl . A e
Workmen’s compensation (medical benefits) . 1 830 51 1,719 1,773 491 1,724 57 2 55
Public assistance (vendor medical payments) . . 12487 | de6v2| 5795( 2008 1125 D74} 5475 | 293¢ | 2B41| 4 014 | 2,033 2 280
General hospital and med{esal care . 5,492 | 1000 ] 4 492 518 320 198 | 3,638 685 2054] 1335 85 1,280
Dafense Department hospital and medieal care {in

¢ cluding military dependents) _ oA - 2089 | 2989 726 726 2,173 | 2,173 a0 ] ...
Nfatema] and chlild health services - 536 72 263 366 188 179 171 87 84 - . .
Behool health. .. P - - o] - . - . N ‘e
Veterans’ hospital and medleal eare .- 3208 | 3206 - 2,450 | 2 460 - 758 756 | . -
Medical vocational rehabilitation. 190 157 33 38 3l 7 148 122 26 4 3 1
Office of Economie Opportunity . . . |- - - - - . - - - P T
1974 #

Total_._. . - - $33,458 |$22,050 [$10,400 | $3 323 | $2 187 | $1,135 ($14 486 | $8 022 | $6 463 |$15 851 [$12,760 [ $2,001
Health insurance for the aged and disabled . . | 10 680 | 10 é80 - 2 2 798 798 8,870 | o879 . .
Temporary disabllity insurance 71 71 . . . - 71 7 . PR
Workmen's compensation (medicaj benefits) - 1,860 36| 1 824 - - 1 510 35| 1476 50 1 49
Public sssistance {(vendor medical payments)._ _ 9938 | 5863 4375) 1732 969 762 | 4465] 2,499 ) 1,865[ 3,742 2,005 1847
General hospital and madical eare 8,061 821 | 4240 452 261 191 ] 3 as7 &1 2,845 | 1,262 48 1 204
Defense Department hospifal and medical care {in-

cluding mititary dependents) . - 2719 2,719 767 767 1 881 1 881 . 71 i | - .
Maternal and child health services . 4189 230 250 333 157 178 156 73 8 . . R .
School health. _ - - - - - - - - . - e -
Veterans' hospital and medical care. . - 27966 ) 2756) . . - 2,103 | 2,103 - a63 883 ...
Madical voestional rehabilitation __.. - 185 154 31 37 31 6 144 120 24 4 3
Office of Economic Opportunity . - I I - . T R "N [ (R P R

1973 1

Tatal-_.. . . .- . . $30 062 [$20 178 | $9,884 | $3 BO4 | $2,130 | $1 366 |512 433 | §6 516 | $5,9168 |$14,126 |$11 524 | $2 602
Health insurance for the aged_ . .- - 9 040 | 9,040 - - . - - 9,040 | 9040 . .
Temporary disability insurance . 70 70 - - - . 70 . 0 - - - .
Workmen’s compensation (medical benefits) . . 1,335 321 1303 . 1292 31| 1,261 43 1 42
Public assistance (vendor medical payments) ... 3817 4,783 4 034 ] 1 881 858 723 ) 4,068 2,207) 1861 | 3,168 1,719 1,450
General hospital and medical care 4712 8057 3 908 441 265 176 | 3 096 473 [ 26221 1,177 67 1110
Defense Department hospital and medical care (In-

cluding military dependents) 2,448 | 2,448 774 774 1606 1608 . 2] 2} ..
Maternal and child health services. _ - 451 216 234 kling 147 100 144 8Y 12 - -
School health. _ . 300 300 300 300 . R .
Veterans’ hospital and medical eare_._ - - 268681 28561 - - - 1,955 ] 1 986 - 606 606
Medical vocational rehabilitation.. . - - 175 140 35 38 28 7 136 109 27 3 3 1
Offics of Economic¢ Qpportunity.. - - 152 152 |-. - a7 67 . - 46 66 . . . 20 20 .

1 Preliminary estimates # Revised estimates

receive Medicard benefits that supplement Medi-
care protection or pay the premium costs for the
supplementary medical 1nsurance part of the
program Thus the financing of health care for
the aged comes primarily from public funds
Private payments, consisting of private health
msurance premiums and direct payments to pro-
viders of services, constituted only 34 percent of
total health expenditures for the aged m 1975

A total of $12 8 billion from Medicare and $4 9
billion from Medicaid accounted for 89 percent
of the $199 hillion 1in public spending and 58
percent of total health spendng for persons

BULLETIN, JUNE 1976

aged 65 and older The remaming 11 percent of
public outlays for health eare came from expendi-
tures for general hospital and medical care pri-
marily at the State and local level and from the
Veterans Admmistration health program Addi-
tional small amounts came from the Department
of Defense and State and Federal workmen’s
compensation and medical and vocational reha-
bilitation programs

Medicare benefit payments are classified as
public expenditures mn this article, as they are
in the Office of Research and Statistics series on
national health expenditures The private share
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of health spending 1s therefore slightly under-
stated The 1976 article 1n that series* notes that,
1n fiscal year 1975, 39 percent of supplementary
medical msurance receipts came from premium
payments by enrollees If the supplementary
medical msurance premiums were regarded as
private payments, the public share would be
reduced from 66 percent to 61 percent

Type of Expenditure

Expenditures for hospital care, the largest
single 1tem of health care expense, represented
45 percent of all personal health care expend:-
tures i the Nation 1n 1975 Hospital expenditures
for the aged rose sharply—20 percent m 1975,
compared with 13 percent mn 1974 Hospatal
expense mcreases for the young and those aged
19-64 were also rapid, rising 1 both cases from
nearly 10 percent 1n 1974 to a little more than
15 percent 1 1975 Price increases and greater
utihzation were the controlling factors

As shown below, almost half of all personal
health care expenditures for members of the

Age
Type of expenditura

All Under 19-64 85 and

ages 19 over
Total _ - 100 0 100 0 100 0 100 0
Hospital care - 45 2 33a 48 7 44 3
Physicians serviens.... 21 4 330 21 2 160
Gther professional services 93 130 115 33
Drugs and drug sundries___ _ 10 3 131 10 4 87
Nursing home care 27 15 290 252
Other health services_ - 51 B9 63 26

older group and those aged 19-64 was for hospital
care, but such expenditures represented only a
third of health spending for the young Physi-
clans’ services represented a larger share of health
spending for the under-age-19 group than was
true for the others

Expenditures for physicians’ services, which
represented 21 percent of all personal health care
expenditures 1n 1975, also rose at a faster rate
than in the previous year—13 percent, compared
with 9 percent The increases were due to price
rises and additional use of services

Drug expenditures, the next largest single block

*Marjorie Smith Mueller and Robert M Gibson, op
cit, page 6
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of health expenditures, also rose sharply in 1975—
10 percent, compared with a 7-percent rise 1n
the previous year Drugs represented a greater
proportion (13 percent) of total health spending
for the young than for the other two age groups,
but the fastest increase in drug outlays was for
the elderly (14 percent) Drug expenses for the
mtermediate age group rose 9 percent and ac-
counted for 10 percent of their total health
expenditures

Nursing-home care accounted for 25 percent of
health care expenditures for the older group but
less than 2 percent of total outlays for the young
and intermediate age groups Expenditures in this
category rose almost 21 percent for all age groups,
up sharply from the 12-percent increase recorded
for 1974 Greater Medicaid spending as well as
price increases and greater utihization accounted
for the inereases

Other professional services, mecludmg dental
care, represented 9 percent of overall spending
for personal health care The proportions varied
according to age group—13 percent for the young,
12 percent for those aged 19-64, and 3 percent
for the older age group (rowth rates were only 7
percent for the young but nearly 11 percent for
those aged 19-64 and 13 percent for those aged
65 and older The more rapid increases for the
two latter age groups were accounted for by
growing expenditures for the disabled under the
Medicare program and by expansion and liberali-
zation of Medicare benefits for other professional
services Medicaid expenditures for other profes-
sional services also rose faster for those over age
18 than for the younger group

The different types of expenditures were fi-
nanced 1n different ways Fifty-five percent of
all hospital spending came from public funds
For the aged, the government share was 90 per-
cent The Medicare program alone provided 72
percent of public funding (table 5) The $29
billion spent by Federal, State, and local govern-
ments for physicians’ services to members of this
age group accounted for 59 percent of total out-
lays for thus purpese Fifty-four percent of that
($2 6 billion) came from Medicare’s supplemen-
tary medical msurance trust fund That fund was
financed 39 percent from the premium payments
of enrollees, 54 percent from general revenues, §
percent from premiums paid by Medicnid, and
the remainder from interest earmings For all
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TanLE 5§ —Estimated amount and percentage distnbution of personal health care expenditures for the aged, by type of expendi~

ture and source of funds, fiscal years 1973-75

Amount (In millions) Percentage distribution
Type of expenditure Publie Publie
Total { Private Total | Private
Total |Medicare| Other Total |Moedicare| Other
19751

Total . - . - - $30,383 ] $10 456 | $19,907 | 812 782 $7,155 100 0 34 4 85 6 420 238
Hospital care . s oe . - 13 467 1 879 12,088 9 728 2,363 100 0 10 2 898 722 175
FPhysiclans’ services .. . . - - - - 4,862 1 987 2,878 2,829 246 100 0 40 9 81 541 51
Dentista’ services e e e - - - 840 502 38 38 100 0 929 71 71
Other professional services - . - - £41 220 2 167 54 100 0 49 8 50 2 8o 12 2
Drugs and drug sundries. v e 2,820 2,286 344 - 344 100 0 86 9 131 - - 131
Eyeglasses and appliances. - 805 498 8 - 8 100 0 98 4 18 108
Nursing home eare .. . . . . .. . - - 7,860 3,571 4078 241 3 828 100 0 46 7 53 3 31 B 2
Other health services .- = - - e e 288 24 264 .. . 264 100 0 82 1 8 918

1074 %

Total . . - [ - $25 746 | $10,008 | $15 651 $9,878 $5,773 100 ¢ a2 608 38 4 224
Hospital care . - . - . 11 230 1 577 9,853 7,517 2 136 100 ¢ “uao 86 0 66 9 19 0
Physicians' services . - . 4 306 2 028 2 278 2,072 208 100 0 471 B2 9 481 48
Dentists’ services . . 461 430 31 81 100 0 03 3 67 [
Other professional services - - 405 268 136 98 38 100 ¢ 88 3 337 42 g5
Drugs snd drug sundries . . _ - 2 307 2021 280 .- 286 100 0 87 6 12 4 .. 12 4
Eyeglasses and appliances. . . 478 168 7 . 7 100 0 08 8 14 14
Nursing home care . . - . 4 332 3 282 3,080 180 2 860 100 0 §lB 18 2 30 45 2
Other hesalth services - - - 231 20 210 — - 210 100 ¢ 88 01 2 - 9 2

19731

Toetal . _ ... .. - - - $23 119 $8,904 | $14 128 $2 040 $5,085 100 0 389 511 31 20
Hospital care . eee - - - - 9,679 1,218 B 703 8,768 1,095 100 0 12 2 878 ar B 200
Physiclans’ services ... . 3,050 1 766 2 194 2,016 178 100 ¢ e 55 4 59 i5
Dentists’ services . e e . 378 847 31 31 100 917 33 83
Other professional services - - .- 392 269 123 83 40 1000 68 6 31 4 212 108
Drugs and drug sundries .. PR - 2,067 1 798 269 260 100 0 B7 0 130 - 130
Eyeglasses and appliances - - - 437 431 ] - L] 100 ¢ 98 6 14 . - 14
Nursing home care .. . e e - - 5 682 3,141 2 173 2,330 100 0 55 6 44 31 41 4
Other health services . R 255 2 7 - 221 100 0 110 890 R 80

1 Preliminary estimates

ages, public funds accounted for only 26 percent
of the $221 bhillion 1n expenditures for physi-
clans’ services

The public share of the total for all other
types of expenditures was 27 percent Among
age groups, the proportion was 19 percent for
persons under age 19, 20 percent for the group
aged 19-64, and 41 percent for those aged 63
and over

The average amount spent per person for each
type of expenditure varies widely with age, as
the following tabulation shows Seventy percent

Per capita expenditures
Age Hos Physi
Total pital eiang’ | Allother
oAre saTvices

Allages.... - $476 215 $102 $159
Under 19.. . - 212 71 70 kit
18-64 - - - 472 230 100 142
65 and over . - 1,360 803 218 340
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t Roviged estimatey

of the average health care bill of the aged went
for hospital and nursing-home care Health ex-
penditures for those under age 19 averaged only
a seventh those of the aged, primarily because of
the younger group’s low utilization of hospital
care Their hospital bills were only a tenth those
of the aged, and their nursing-home expense was
only about a hundredth of that of the elderly
The average health care bill for the intermediate
age group was approximately a third that of the
aged, reflecting about 88 percent of the hospital
expenditures of the aged and about 3 percent of
the elderly group’s nursing-home expenses

The per capita expenditures of $100 for physi-
clans’ services for the intermediate group were
43 percent higher, on the average, than they were
for young persons ($70) but somewhat less than
50 percent of the average expense of the elderly
($218) Average expenditures for physicians’
services for the young were less than a third of
those for the aged



TRENDS

In the 3 years following the beginning of the
Medicare program operations in fiscal year 1967,
personat health care expenditures went up rapidly
The first deceleration 1n spending for this purpose
occurred 1 1971, when the rate of increase
dropped sharply to 118 percent from a growth
rate of 14 1 percent in 1970 The implementation
of the economic stabilization program m the
form of mandatory controls on the health care
mdustry begmning mn August 1971 had a further
slowing effect on health care expenditures in fiscal
years 1972, 1973, and 1974 The rate of mecrease
dropped from 111 percent m 1972 to 92 percent
m 1974, the year that saw the final 10 months of
price controls In fiscal year 1975, with price
controls off, expenditures jumped 14 6 percent
The greater use of services was undoubtedly an
additional factor

The overall trends show up to a varying extent
1 outlays for the three age groups The rate of
mcrease 1 health expenditures for the aged
peaked m 1968 (231 percent) as the Medicare
program went mnto full swing Since that time,
the rate has declined, particularly during the
period when price controls were 1n effect for the
health care industry In 1975, however, spending
for the aged increased 180 percent, compared
with a rise of 114 percent during 1974 For the
two other age groups there are generally similar
patterns of rate decline followed by a sharp up-
turn during 1975 Personal health care spending
in 1975 rose 120 percent, double the 1974 rate,
for the young Spending for the mtermediate
age group also accelerated from a rate of 91
percent m 1974 to 13 5 percent i 1975

Source of Funds

The Medicare and Medicaid programs con-
tinued to exert a strong influence on the source of
funds for personal health care, particularly
among the aged population In 1966, before the
two programs went into operation, public funds
financed 30 percent of health care expenditures
for the aged, in 1975, government’s share was
66 percent (61 percent 1f Medicare premiums are
regarded as private expenditures)

Yet from 1989 to 1975 the Medicare share of

the aged’s overall health bill and 1its hospital and
physicians’ care components has been decreasing
for a number of reasons The average length of
hospital stay for the older group has been de-
clining by more than 3 percent a year during
much of the period 1969-74 (table 6) As a result,
the patient’s imtial share of the hospital bill—
a deductible roughly equivalent to the average
cost nationally of a day of care—has become a
larger proportion of the total bill and the Med-
care proportion has become smaller

Additionally, expenditures have been increas-
mg for outpatient hospital diagnostic and thera-
peutic services, which are included as hospital
expenses but paid from the Medicare supplemen-
tary medrcal insurance trust fund These expenses
are reimbursed at a Jower rate than those for n-
patient hospital care, mainly because of the 20-
percent coinsurance requirement

The declme m Medicare’s share of expendi-
tures for physicians’ services has resulted partly
from the increase in the deductible from $50 to
$60 1 1973, but an even more 1mportant mfluence
has been the decrease in the proportion of claims
for which physicians have accepted assignment
Physicians who do not accept assignment may il
the patient for more than Medicare’s “reasonable
charges ” In fiscal year 1969, the net assignment
rate (excluding hospital-based physicians) was
61 percent, m 1974, 1t had dechined to 52 percent
As a result, a greater proportion of total charges
18 being met through private isurance, Medicaid,
or out-of-pocket payments by the patient and a
smaller proportion by Medicare

Although still not at the 1969 Tevel, Medicare’s
share of the health bill in 1975 showed a sharp
increase, reaching 42 percent of the total For
hospital care, Medicare’s share rose to 72 percent
m contrast to the previous high of' 66 percent
m 1969, for physicians’ and other professional
services, the 1975 shares were 54 percent and 38
percent, respectively, compared with a high of
60 percent for physicians’ services 1 1969 and a
previous high of 31 percent for other professional
services 1n 1970 This growth m 1975 came about
mainly because of financing procedures under the
program A steep rise occurred in hospital -
surance benefits 1n fiscal year 1975 because of the
switch by many providers—following repayment
of outstanding current financing funds in fiscal
year 1974—to the “perodic mterim payment”

SOCIAL SECURITY



TasLe 6 —Commumnty hospital utithization and expenses, by age group, fiscal years 1967-75

Number of admissions Number of patient days Average length of sta
(in thousands) {in thm]:x,sands) 4 ?E(da){%s) ¥ Expenses
Fiscal year Por
All Under 85 and All Under 85 and All Under | 65and | Total (Inl adjusted
ages 85 over ages 65 ovaer ages 85 over [ millions) ptatient
ay
1987 - - . 27 048 21 840 5208 | 214 464 ] 148,536 65,918 70 88 12 7| $11 810 $49
1968 _, - - . 27 466 21 960 5 505 f 221 971 148 8§78 73,003 81 68 133 13 897 56
1959 .. . 28 027 22,123 5004 | 227 633 149,585 78,048 81 68 13 2 15 985 4
1970 . 29,238 23 101 6137 { 231 €01 153 120 78 481 79 48 128 18,699 73
1971 _ . . . 30 312 23 946 4,346 | 234,413 | 165,475 78 938 77 [ ] 12 4 2! 418 83
1972 - - - - 30 704 24 071 6 635 | 23. 802 153,887 79,305 76 a4 120 23 926 92
1973 . 31 483 24 513 6 970 | .35 984 | 155,623 80,361 75 83 1 8 20, 589 101
1974 . . .. - 82,752 25 291 7 461 | 242 393 | 167 715 84 678 74 82 11 3 30 115 i
1975 . . - 33 331 25 5.8 7803 245940 157 822 88 118 74 62 113 35 610 128
Parcentage change from preceding year
1968 . m ee = e em 15 08 57 38 02 109 19 -0 3 19 190 14 3
1969 - . - 20 7 72 26 b 68 5 -3 -4 18 6 13 2
1970 . - - 13 44 89 17 24 [ -2 4 -20 -33 171 14 9
1971 _, . 37 37 34 12 15 [ -2 4 -21 -27 14 5 131
1972 - - 13 4 16 -6 -12 ] —-1% -18 -39 17 118
1973 R 25 18 50 13 13 13 -12 -5 -3 6 11 i 43
1974, [ . . 40 32 70 27 13 54 -13 -18 -18 13 3 96
1975 - - - - 18 ] 46 18 1 41 -3 -9 - & 18 2 158
Utllization rate per 1 {60 population
1967 . - - - 134 120 278 1 066 814 8,612 . . . . .
1968 __ _ 135 119 288 1001 805 3,823 - - . - -
1969 . - . 136 119 303 1109 805 4001 | . - I . - -
1970 - .- i1 123 308 1,118 817 3 938 . -
1971 . 145 127 1119 223 3,844 . . .
1972 e m e 145 126 37 1101 B06 3 788 - -
1973 - 148 128 326 1,107 811 3 759 " - - - .
1974 | - - - 162 13t 342 ' 817 3836 | _. - .
1975 - " . - 154 131 449 1,135 812 3945 . .. . . - .

Source *‘Hospital Indlcators,” Hospifals (nidmonth {ssues), and unpublished data from the American Hospital Association

method of financing Under this method, pay-
ments, which are based on estimated costs and
utilization, were 65 percent greater than they
were 1n fiscal year 1974 and accounted for half
of the mcrease in hospital msurance benefits

A comparable rise 1 supplementary medical
msurance benefits was largely the result of
eatch-up tncreases m physicians’ fees following
the end of the economic stabilization program
Medicare placed a lmmit of 55 percent on fee
mereages mn determining 1ts calendar-year base
for fiscal-year 1974 payments The amounts paid
physicians m fiscal year 1975, however, were
based on prevailing and customary charges de-
rived from actual charges m calendar year 1973
Increased utilization of medieal services and m-
creased charges for outpatient services have also
contributed to the sharp rise m supplementary
medical 1insurance benefits, as have the extension
of Medicare coverage to services performed by
independent physical therapists and chiropractors
and the elimimnation of comnsurance payments for
home-health visits Another factor was the sub-
mission of hills on a more frequent, “even flow”
basis by physicians accepting assignment—a
practice encouraged by the carriers Beneficiaries,
feeling the effects of the recesston and the pinch
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of inflation on their mncomes, also submitted their
bills more frequently A trend toward increased
use of outpatient services because of the nonavail-
ability of physicians was another contributimg
factor

During the past several years, only about 3
percent of nursing-home expendrtures have been
paid by Medicare By contrast, in 1968, toward
the beginning of the program and before controls
on the use of skilled-nursmg faci